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The vast influx of oil revenues since the 1970s had a significant impact on the
political and economic infrastructures of the Udité&rab Emirates (UAE) as it
substantially altered the dynamics between theaggigector and the state. Prior to the
discovery of oil in the 1960s, the private sectad bbeen the predominant contributor to
GDP and had therefore exerted great influence enptiitics of the Trucial Statés.
Trade, agriculture and the pearling industry wdre three main components of the
private sector. In contrast, the political authes at that time played a minimal role,
providing security and collecting tax revenue frdusinesses. However, with the
discovery of oil and the formation of the Emirates 1971, the oil revenues
fundamentally transformed the structure of theestahd its institutions and, as a
consequence, the private sector became weak aatlyglependent on the government.

The aim of this paper is to examine the main adtorthe private sector in the
UAE and their role in the process of economic aolitipal reform. In particular, it seeks
to answer the following three questions: (1) how ttee structure of the private sector in
the UAE be explained? (2) who are the main actotbe private sector? and (3) what is
their role in the economic and political refornopess?

The paper argues that certain actors in the pristéor, i.e., merchant elites and
families, were able to link their wide-ranging eoamic, political and social interests
with those of members of the ruling families, adlves with the general government
interests. However, there were relatively few faesilcapable of playing this role.
Through their social relationships with the poblielites, families such as Al-Muhairi,
Al-Rumaithi, Al-Qubais, Al-Dahiri, Bin Hamoodah, Auaidi, Al-Otaiba, Al-Mulla Bin
Harib, Al-Tayar, Habtoor, Al-Fahim, Al-Futtaim arathers managed to gain access to

! The ‘Trucial States’ (sometimes referred to &s'€@oast of Oman’) was the name given to the

group of shaikhdoms that were British protectorétes 1892 until December 1971 and the
establishment of the United Arab Emirates. In gaper the term Trucial States will be used
interchangeably with Coast of Oman and UAE.



oil revenues in the post-1971 period. By maintajniheir historical relations with the
political elites, they were therefore preferrectiwy ruling families.

In addition, the current merchant elites who emer@feer 1971 were also able to
build up their wealth due to their social relatiani¢h the ruling families and their ability
to reach members of ruling families. This was dtinmeugh social connections, wasta,
which has, | believe, been one of the main keythéir wealth. This is similar to the
case of Qatar and Kuwait. In analyzing these tvaesaCrystal argues that, “in time this
arrangement was institutionalized through protectmationality and commercial laws
which restricted property and business ownershghtsi to nationals. The primary
beneficiaries were the old trading familiés.”

However, the interrelations between merchant fawmilfand elites) and ruling
families did not result in any demands for econoraic political change. In fact,
merchants were more concerned with their own ecanamterests, and their limited
political interests were focused solely on the dtowl that ruling families should use
their ‘political power’ to stop foreign merchantem competing in the private sector. In
return, members of the ruling families would bediwed by the merchant families in the
running and managing of their businesses.

The paper will focus on some of the major Emifatnilies, mainly from the
three main emirates — Abu Dhabi, Dubai and Shaxand will therefore have three
main sections that will allude to the argument abadwirst, it will discuss historical
relationships of the merchant and ruling eliteguiing on specific families from each
emirate. Secondly, it will look at the structure tbe private sector to understand the
positions of merchant families (and elites) andngiFamilies within this sector. Thirdly
it will investigate some of the main merchant faeslin the private sector from each
emirate, as well as analyse the extent to whickatactors have or have not had any
roles in the process of economic and political mafan the UAE.

The current structure of the private sector in thE is a result of a historical
interaction between local merchant elites, forerggrchants, political authorities, and the
increase in oil prices during the early 1970s thdtto the dominance of the state over
the private sector. While local merchant elitethie pre-oil era had been major actors in
the private sector, foreign merchants had alsorittéd to the survival of the private

sector before 1971.

2 Jill Crystal,Qil and Politics in the Gulf: rulers and mercharmtsKuwait and Qata(Cambridge

and New York: Cambridge University Press, 19908.p.



In the past thirty-eight or so years, the UAE hasdformed its economy from
being dependent on a single commodity to one thhighly global and diversified. This
transformation has resulted from the engagemerdiftdrent major merchants in the
diversification process in this sector. Followitige decline in oil revenues during the
1980s, the UAE embarked on a process of econormergification and liberalization
which increased foreign direct investment. Ovas theriod, the share of the private
sector in the UAE’'s GDP increased significantlgnfr around 15 percent during the
1970s to over 40 percent in 2009 in nominal terrhed by Abu Dhabi and Dubai, the
UAE’s non-oil sector contributed around 64 percehtotal GDP in 2007,and even
though oil prices dropped in November 2008 to $6Qer barrel), the UAE continued
to sustained its economic growth. However, despigeeconomic changes, the dynamics
of the political structure of the UAE have remairauthoritarian. This emphasises how
economic development and liberalization have enénthe survival of the rentier
structure.

The changes in the economic structure of the UAE arresult of dynamic
relationships in the private sector and among ignnactors, but the changes in the
political and economic structures have not resulteany genuine reform. Therefore, in
this context, the linkage between economic devetgmand political participation
represented by modernization theory appears wesaiGehthe regime continues to retain
a hold on the political structure, and rents froiinagcrue to the ruling families. As a
result, the characteristics of the UAE as a rendgtate continue to shape its current
government. In return for loyalty and for not derimg political reform, the state offers
its citizens enormous material wealth.

This rentierism, however, continues to enhancddfigimacy of the authorities.
This is because the UAE government traditionalfgr@d material largesse to those who
supported the ruling families, including merchanfamilies. These loyal supporters
received direct income, lah@nd privileges. At present, as the population icoes to
increase, the state distributes wealth to the wpopilation by increasing public salaries
and offering privileges to nationals rather thanetgatriates for alleviating various

security and social difficulties. Thus, the formigasimple: the more the state increases

UAE, Yearbook 2009. 58.

Commercial land was limited only to those who evexell connected to, or in alliance with the
ruling families. The recent merchant families wimeeeged during the early 1970s have received urdinit
support from the government which has provided thétin commercial land and many other privileges.
Much of their wealth began through through suchiJavhich was offered freely by the government.
Others who were less well connected socially didhawe the similar chance.
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people’s income, the greater is the legitimacy emefl on it by its people. Moreover,
this legitimacy, gained through economic perfornearias enabled the state to gain the

confidence of its people.

Historical Relationships between Merchants and Rulig Families in the UAE

Well before the discovery of oil, the relationslptween merchant elites and ruling
families had been fairly strong, the former havexgrted more power over the latter.
This was due to the economic weight of merchanthenUAE before the discovery of
oil. Their financial influence originated from thedominance in the pearling industry
and trade in general. This gave them political poW which ruling families sought to

establish strong relations with them. However, bs-Baker argues, “the political power
of this class [merchants] though limited, by no nseahallenged the authority of the

"> The merchants were local Arabs, Persians and fr@mindian sub-continent.

ruler.
Here we focus on the prominent merchants who erdergthe pre-oil era and those who
emerged in the early 1970s; the discussion willetoge cover two periods, first the pre-
oil era, and second the post-1971 era and thelisstalent of the UAE.

The pre-oil era is considered as a cornerstonbBeoéxisting strong relationships
between merchants and ruling families and has dped from being simply
economically focused to a much more vibrant refatisat encompasses all aspects of
state-society relations. Before oil, the relatiopdietween the rulers and the merchants
had the character of a protection racket: merchauttsidized the rulers, and the rulers in
turn protected the merchants’ trade/hile the merchants had little to do with members
of the ruling families, due to the independencesobnomic institutions at that time,
members of some of the ruling families, such adaktoum and Al-Qasimi, were silent
business partners with certain merchants. J. Eerd&m noted that “ruling family
members serve as silent partners in business esgsr silent operatord."Some of

the merchant families were already allied to ruliagilies, such as al-Otaiba, al-Zaabi,

° Albadr S. S. Abu Baker, “Political Economy oB&t Formation: The United Arab Emirates in

Comparanve Perspective”, unpublished PhD thesisydssity of Michigan, 1995, p. 99.
Michael HerbAll in the Family: Absolutism, Revolution, and Damrazy in the Middle Eastern
Monarchies(New York: State University of New York Press: 899. 57.
Peterson, J.E., Rulers, Merchants and ShaikiweiGulf Politics: The Function of Family
Networks, in Alanoud Alsharekh, The Gulf Familyinkhip Policies and Modernity (London: Saqi
Books, 2007) , p. 24.



Al-Mansouri, and Al-Qubaisi (a close ally of Al Ngdm), which facilitated the economic
interests of both families.

However, the ruling families had the power to these merchants, and taxes
collected from pearling businesses constituted pmsource of income for the rulers
who relied to a great extent on taxation leviednoerchants. This, according to Abu-
Baker, was used as a financial subvention to tbaltelites who provided the political
support that enabled the Shaikhs to control themnraunities, including the merchants
and their diver§.This is confirmed by Muhammad M. Abdullah who ssathat the pearl
trade enabled merchants to occupy a central posititinternal politics™ and was due
to the taxes paid to rulers. Indeed, some of themehants continue to occupy important
government positions at the present time. Abu-Baksy comments that, “the source of
the merchants’ political power was their economiever, and over the decades it was
routinized in social institutions that highly difentiated between participants in these
economic activities™

In addition, merchant families who owned the meahsroduction (mainly
trading and fishing boats, as well as all relatgdigment) were the focus of members of
ruling families. Most prominent merchants, e.g-@hiba, Al-Tajar, Mulla, Al-Habtoor,
Al-Ghurari, Al-Qumzi, Al-Rumaithi, and others, weisvolved mainly in trade and
pearling, which required only fishing boats. Sudats could be regarded as a means of
production since they were the source for genagabioth income and food. Thus, the
owners of boats (merchants) were the bourgeoisikeoTrucial States, and have remain
so until the present. They succeeded in involviaiing family members and linking
their interests with them, as well as developingrsj relationships. Even after the
decline of the pearling industry, some merchantaaieed closely connected with
members of ruling families, such as al-Otaib, AlbQisi and Al-Rumaithi, whereas
others preferred to be isolated.

There were a number of factors that caused a d@etlithe role of merchants in
paying taxes and in some internal politics. RagdeMallakh identifies three main
reasons: first, the Japanese had introduced a neltured’ pearl, which was much

cheaper than those produced in the Trucial Statxondly, the worldwide depression

8 Abu-Baker, “Political Economy of State Formatich, p. 102.

o Muhammad Morsy Abdullaithe United Arab Emirates: A Modern Histqtyondon: Croom
Helm, 1978), p. 104. Among the major merchant fguvere Bin Khalaf al-Utaibah and Hamid bin Buti
in Abu Dhabi; bin Dalmuk, Shaikh Mani bin Rash®&8lim bin Misabbah, bin Bayat and bin Badur in
Dubai; and bin Darwish, Humaid bin Kamil, and AliMahmud in Sharjah

10 Abu Baker, “Political Economy of State Formatich p. 99.



during the 1930s resulted in the loss of luxury kets: and thirdly, demand for Trucial
Coast pearls was reduced by the Second World Wearttea consequent loss of their
large American and European markéts. All this upset the relationship between
merchants and ruling families. Despite the laclke@dnomic resources, some merchants
remained closely related to the ruling familiesotigh intermarriage. However, some
became involved in the Reform Movement during tB80k. As Abu Baker explains, the
political reform movements were centred in the mgtortant commercial areas of the

Gulf, i.e. Kuwait, Dubai and Bahrain. Interestinghe notes,

... the reform movements occurred in 1938, i.e. rdfte decline
of the pearling industry, as a result of the intrcitbn of Japanese
cultured and synthetic pearls, and the World Degioesin 1929.
The figures indicate that the revenue from peadsied its rock
bottom around the time of these Reform Movementsother
words, the movement of the merchants was not aicatat of
their historical role, nor their penchant to pahti reform, nor
their political prowess; and if it were all of tleest should have
occurred between 1903 and 1913 when they were @it th
zenith??

This indicates that the demand for political refomas not a necessity until the
merchants had suffered a decline in their income.

At present, interestingly enough, although loca&rrchants still play a dominant
role in the private sector, they seem to put legesgure on the government for any
political or economic reform, which suggests thare is a strong correlation between
the economic wealth of the merchant class and thesire for political change. Real
reform in the UAE will probably begin with the dew® of its economy and the
introduction of a tax system, since, as long assth&e continues to provide welfare, the
citizens have no incentive to make any participat@mands on their governments.

In contrast, the impact of the decline in the [pegrindustry on foreign
merchants, particularly those of Persian origins Wanited, due to their experience in
trade and to their well-established trading busassn their home countries. Merchant
families such as Al-Khoori, and Abul-Rahim Bin Ibimn (known as Galadari) have
remained strong, while Al-Fahim of Abu Dhabi, whomigrated in the late twentieth

century from the southern part of Persia (Iran)aisvell-known and successful Abu

1 Ragaei El MallakhThe Economic Development of the United Arab Ensrdtendon: Croom

Helm, 1981), p. 20.
12 Abu-Baker, “Political Economy of State Formatich.pp. 106-107.



Dhabian business family. Mohammed Al Fahim spedkbki® own origins; “My own
roots can be traced back to those who fled Peoparession after the latter occupied the
island of Sirri, near Abu Musa in the middle of fersian Gulf, in 18872

These merchants, and many others, were basedymaiblubai where pearling
was only one of their principal trading businesdedeed, many, such as Abul-Rahim
Bin lbrahim and his brother Abdul-Latif, were alssuccessful gold merchants.
Experience and a good education helped them taoner the economic failures of the
1930s and 1940s. Many foreign merchant familidsy Vvater become Emirati citizens,
became close allies with ruling families membersl avell-trusted members of the
business elites. These families include the Galaéd&Khoori of Abu Dhabi and Al-
Khoori of Dubai, Al-Fardan, Al-Ansari, etc. It shdube noted here that material
explaining the roles of Persian merchants and thmsginating from the Indian
subcontinent in the UAE is extremely limited.

The post-1971 period withessed a new era fordlaionship between merchants
and ruling families, and those who had maintaingldtions with the ruling families
despite the decline of the pearling industry wereotired over others. Oil revenues had
now begun to flow into the various Emirates, bt dstribution and organization of this
wealth created major concerns for the ruling faasiliThey therefore sought to employ
some of the merchant elites and those who hadriugly been allied to the ruling
families began to occupy important positions inaaiety of government departments
(see Table 1) as the oil income flooded into thelpestablished state (UAE). The
ruling families of all seven of the emirates beghstributing this wealth, but closely-
related merchants, such as Al-Suwaidi, Al-QubaliRumithi, Al-Otaiba, Al-Zaabi,
etc., were more favoured than other lesser-knovredr Most of the merchants have

held a number of posts with different governmeatal quasi-governmental entities.

Table 1: Some of the Social/Merchants elites andigir current positions in 2009

Name Position Background

Abdul Aziz Abdullah Al Member in the Federal National Council From mentHiamily

Ghurair

Amer Abdul Jalili Al Fahim Member in the Federaltid@al Council From merchant family

Mohammed Abdullah Al Minister of Cabinet Affairsad Executive From merchant family
13 Mohammed Al Fahimkrom Rags to Riches: A Story of Abu Dh@lmndon: | B Tauris for The

London Center of Arab Studies: 1995), p. 31.




Gergawi Chairman and CEO of Dubai Holding

Sultan bin Nasser Al-Suwaidi Governor of the UAEh€al Bank Social/merchant elites

Mohammed bin Ali Al-Abbar| Chairman, Emaar & directd Dubai Social/merchant elite

Economic Department

Eissa Al-Suwaidi Executive Director, Abu Dhabi Istment Social/merchant elite
Authority
Ahmed Ali al-Sayegh Vice Chairman, First Gulf BagkChairman,| Social/merchant elite

Aldar Real Estate

Essa Saleh Al-Gurg Former UAE Ambassador to thead& the | Social/merchant elite
Republic of Ireland, current Deputy Chairman

of National Bank of Fujairah

Sultan bin Saeed Al- Minister of Economy Social/merchant elite
Mansouri

Obaid Humaid Al-Tayer Minister of State for FinaalcAffairs Social merchant elite
Maitha Salem Al-Shamsi Minister of State Socialeeli

Those who were closely integrated with, and sbciatlated to the ruling
families were the local Arab merchants, although thlationship has varied across the
individual emirates. While merchants have been yeoyminent in Dubai, in Abu Dhabi
and other northern emirates, they were closelyelinwith the ruling families only. As
indicated in Table 1, there are more merchants frem-Arab backgrounds in Dubai
than in Abu Dhabi, where they are mainly of Perdiaokground.

Table 2 indicates the GDP development of eachr&msince 1975 to 2007, but
there is no available breakdown of how much thegbe sector of each emirate has
contributed to its GDP. Availability of such staits would indicate how much the top
merchants had contributed to the development of tixealth, as well as to the overall

wealth of the emirate to which they belong.




Table 2: Individual emirates’ GDP 1975 - 2007 (Dinam Million)

e Abu Dhabi Dubai Sharjah Ajman Umm Al- Ras Al- Al- Total

Year Quwain Khaimah Fujairah

1975 28194 8167 2084 214 112 657 207 39635

1976 35471 11368 2761 480 154 982 292 51508

1980 77673 25610 4388 776 294 2090 639 111479
1985 59601 27401 9006 961 517 3227 1227 101990
1988 51215 22827 8467 1149 621 3197 132% 88801

1989 61094 25878 8928 1276 699 3171 1508 102549
1990 79629 28978 94981 1352 742 3452 1632 210166
1991 79539 28718 9390 1458 792 3577 1750 125424
1993 81177 32087 10987 1802 885 4133 213% 133206
1994 83246 36811 12688 2295 833 3979 205y 141909
1995 90593 41250 15076 2526 917 4313 222y 156902
1996 104538 44744 15754 2835 988 4650 235p 175468
1997 110302 47879 17627 3262 1064 4838 257p6 187%50
1998 96772 49876 17885 3545 1197 5218 286| 177360
1999 112194 55810 19866 3888 1304 5636 309) 201797
2000 159624 62335 21380 4006 1403 594( 328D 257979
2001 148439 66028 24054 4235 1439 631§ 372 254241
2002 150100 80494 25351 4467 1546 6783 411p 272856
2003 178840 97743 27014 4925 1630 7194 4404 321752
2004 218104 118428 30422 5213 1749 7834 4793 386943
2005 286545 140200 35718 5967 2039 9257 5797 485512
2006 360976 167301 42837 7500 2499 11121 6995 599p31
2007 414928 199493 50538 9113 3017 1296P 8109 698[67

Source Ministry of Panning, Annual Economic Report 1992coBomic and Social

Development in UAE 1975 — 1980, Dubai Chamber om@mrce and Industry, Abu Dhabi

Chamber of Commerce and Industry, Sharjah ChambeCoomnmerce and Industry, UAE
Yearbook 1990-2008, The Economist Intelligence @aitintry Report 2000-2001 and 2009.



The Structure of the Private Sector

In order to understand the position of merchantstarir relation to the government or
the ruling families, the structure of the privatector should be clearly examined.
However, defining the boundaries between what igapr and what is public in the
UAE is challenging, due to the lack of clarity asstate structure. This difficulty arises
because of the complex patron-client relationships the traditions of the ruling tribes.

According to Elhussein,

in the case of tribally-based or traditional saeg{though some
of them experienced substantial modifications irdera times),
whose government system is based on paternalistiorpclient
relationships and traditions, the border lines leetwthe private
and public sectors are even more blurred becaud#icpu
ownership is not clearly distinct from rulers’ paie ownershig

This complexity is due to the high degree of inédigin that exists between the
political elites and the economy, since they dongrtae means of production. As a
result, there are no clear-cut boundaries defigiogernment ownership in the private
sector in the UAE. Furthermore, the private se@rranged in a complex hierarchical
system. Examination of the structure of the privssetor in the UAE will underline the
boundaries between the two sectors, and privat®rseter/dependency on the state.
The private sector in the UAE consist of three meamponents; stated-dominated
companies, Small and Medium Enterprises (SMEs)family businesses (or merchant
families)

With the discovery of oil the economic structure the UAE changed
dramatically from being one solely dominated by chant families to being state-led.
In the pre-oil era the Trucial States had playedrtile of protectorate and tax collector.
The political elites did not intervene in the pterasector precisely because of their

limited capabilities. Interestingly enough, theraiants had more power and control

14 Ahmed Elhussein, “Manpower Nationalization in theited Arab Emirates: the Case of the

Banking Sector”Journal of Developing Societiegol. 7, nos. 3&4, 1991, pp. 282-292.

15 Elaborated from Abdul-Aziz Sager's examinationhef private sector in the Arab Worlthe
Private Sector in the Arab World — Road Map towara#form (Arab Reform Initiative report),
December 2007.
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over the economy of their local political auth@®i When oil revenues began to flow
into the Emirates this signalled a change in thaticsship between the private-public
sectors with the former subordinated to the lafféde concept of ‘neopatrimonialism’
which described state-society relations in Thirdriaountries evolved in the early
1970s. Christopher Clapham provided one of thet rmosprehensive definitions of

this concept, defining neopatrimonialism as:

a form of organization in which relationships of baoadly
patrimonial type pervade a political and administea system
which is formally constructed on rational-legaldsm Officials
hold positions in bureaucratic organizations witdhwprs which
are formally defined, but exercise those powersfasas they
can, as a form not of public service but of privateperty™®

It can be argued that the structure of governancthe UAE is characterized by
neopatrimonialism, a claim that would be suppothgdMichael Herb who describes
how the ruler in neopatrimonial states organizesrdgime around himself personally,
by maintaining other members of the elite in a trefeship of dependence on his
personal grace and good favour. Outside the sliteiety is kept politically inchoaté.

The current shape of the private sector strucitiurthe UAE and the patron-
client relationship is the result of a number ofluancing factors which are mainly
economic gains and non-economic objectives, suchagisnal security and regime
survival. Tribes that maintained strong relatiovith the ruling families have gained
more economic interests than those who preferreldtien. Tribes whose members
have helped ruling families to run their busines®e®y occupy important ministerial
positions, such as Al-Mansuri family, where SulBin Said Al-Mansuri is the minister
of economy; and Al-Tayer who is a minister of stéee also Table 1 for more
examples).

There is no federal or local emirate law that $et#s on state ownership and
dominance in certain economic sectors. Howeverd#gree of government ownership
is not the same in every emirate; hence, fedemaplrmits local Emirati rulers to draw
up their own economic policies. An examinationdals of the three main segments of
the private sectors, including State-Dominated Camgs; Small and Medium
Enterprises (SMESs); and Family businesses in th& . UA

16 C. Clapham,Third World Politics(London: Croom Helm, 1985), p. 48.

Michael HerbAll in the Family...p. 15.
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1. State-dominated Companies (SDCs): signifying all those companies that have
the characteristics of private companies but armaidated, organized, and managed by
the state (the dominant shareholder). The SDCeftar grouped in holding companies,
such as, for example, Dubai World. Private invesstend to own a limited number of
shares and do not play any influential role in @glinaking. The state has monopolized
certain industries, such as oil, and other higldjuable manufactories, not because of
the limited capacities and capabilities of the @@ sector, but because of national
security concerns and regime survival.

State-dominated companies are run by the statg threbstate wealth funds such
as the Abu Dhabi Investment Authority (ADIA) or tBgnirates Investment Authority
(EIA), the Dubai Investment Group (DIG), the Ajmémvestment and Development
Authorit (AIDA). With the state’s intensive involagent in some large enterprises, this
overlapping creates some confusion in distinguiptie state companies from the large
private enterprises, including entities such asAbe Dhabi National Oil Company
(ADNOC), the Dubai Petroleum Company, the Abu Dhakedia Company, the
Sharjah Liquefied Gas Company (SHALCO), the EmiRe&oleum Products Company
(EPPCO), the Dubai Aluminium Company (DUBAL), thebiA Dhabi Investment
Authority, and the Abu Dhabi National Company (TARAtc. However, privatization
appears to be shaping some of the state-dominateganies, which are evolving to

become semi-private.

2. Small and Medium Enterprises (SMESs): The definition of SMEs varies greatly
from country to another and from one economy talzero The European Commission
defines SMEs as “those enterprises that employrfévea 250 people and have annual
sales not exceeding $67 million and/or total assetsexceeding $56 million.” Small
enterprises are defined as those with fewer thaenyloyees and with annual sales or
total assets that do not exceed $13 milffdin contrast, the Asia Pacific Economic
Cooperation (APEC) defines SMEs as enterprises feitier than 100 people.

A medium sized enterprise is one that employs eéetw20 and 99 people,
whereas a small firm employs between five and 1@, @ micro firm employs fewer

than five employees including self-employed mansg@ithough the latter definition

18 The European Commissiomww.ec.europa.eu/enterprise/policies/snaecessed May 2009.
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seems to fit the UAE case, the former could als@pygicable to many enterprises in
the UAE.

SMEs are considered the cornerstone of Westernoetes and the main
economic driving force. Not only do they contribtethe economy, but they are also a
vital source of employment opportunities. In thespect, the UAE is no exception, and
SMEs in the UAE have evolved since the 1970s tmfarsignificant part of the UAE’s
economy, particularly in Dubai. In the UAE, SMEmstitute around 90 percent of the
total number of companies, and around 7000 of theelocated in the free zon€s.
Furthermore, according to Abdul Baset Al-Janahiiefctexecutive of the Shaikh
Mohammed Bin Rashid Establishment for Young Busnesaders, “SMEs contribute
over 70 percent of the GDP®”

A large proportion of the SMEs are family busiresssin the UAE th&afeelor
sponsor plays a major role in the way SMEs arebisked. Many local sponsors are
involved with some foreign investors but only farrhal and legal registrations; they

are not in fact the owner of these types of busiees

3. Family Businesses (merchant families/elites): As noted, large numbers of
SMEs are actually family businesses. In the UAdmify businesses are not as old as
they are in some other Arab states. While someliesremerged during the pearling era
and from traditional economies, many appeared dipeiscovery of oil. According to
Abu-Baker they are, “the traditional merchant faesilthat have consolidated their
holdings in one group of companies with highly elifintiated lines of business.”
Their economic activities range widely from agrioué and extractive industries to
commercial, construction, services, import and expbgoods, stocks, and finance. At
present, they are a fundamental component of theE Wb&onomy. The figures
concerning their contribution to the economy areoagnthe most protected in the
country; hence neither private nor governmentdissies are available.

Family businesses constitute over 90 percent efpitivate companies in the
UAE and over 50 percent of those in Dubai. Stasston their contribution to the
private sector are barely available; however, g#gmated that they contribute around

30 to 40 percent of the state’s total GDP. Whsalmitted a special request to the Abu

19 George FahimAl-Emarat Al-Youm22 April 2009.
20 :
Ibid.
Abu-Baker, “Political Economy of State Formatich.p. 239.
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Dhabi Chamber of Commerce and Industry (ADCCI) s$tatistics concerning family
corporations, | was told that these were highlysges@ cases and no access to their data
was available. This reflects their close interielatwith the ruling families in all the
emirates.

However, family businesses in the UAE do vary frome emirate to another
according to their size, relation with ruling fared, and their historical development
and origins. They are ranked in importance accgrdlintheir wealth and their relation
to the ruling families. Table 3 shows some of thest important and leading family

businesses in the UAE.
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Table 3: Some of the leading Merchant Families inhie UAE

Emirate Families Company Year of Est. Founder Busiass Activities
Abu Dhabi Al-Jaber Aljaber Group 1970 Obaid Khaleefa Jaber Al Murri Construction & engineering, industrial, tradirlgasing
services,
Al-Otaiba Al-Otaiba Group 1946 Mohamed Hareb Al-Dta Qil, construction
Al-Fahim Al-Fahim Group 1958 Abdul Jalil Al-Fahim Automotive, hospitality, industrial, properties and
travel.
Al-Khoory Mohammed A. H. Y. 1930 Mohammed Abdullah H. Y. Khoory Trading, Engiring, transport and recycling.
Khoory
Dubai Al Futtaim Al-Futtaim Group 1930s Majid Al-Futaim Automotive, electronics, retail, services, insugnc

industries and Real Estate.

Al-Majid Al-Majid Group 1950 Juma Al-Majid Automote, Contracting, Hotels, Investment,
Properties, Trading and Travel.
Al-Habtoor Al-Habtoor Group 1970 Khalaf Al-Habtoor Engineering, Hotels, Motors, Vehicle Leasing, Real
Estate, Education, Publishing and Sports.
Al-Ghurair Al-Ghurair Group 1930s Saif Al-Ghurair eRl Estate, Shopping malls, manufacturing and
investments.

Al-Nowais Emirates Holdings 1979 Hussain Al-Nowais Energy, food and industrial services.
Al-Tayer Al-Tayer Group 1979 Humain Obaid Al-Tayer Automotive, engineering, jewellery, publishing,Ham

and jewellery.

Galadari Galadari Brothers Group 1960 Abdel-RaBGiaadari Automobiles, industrial trading, medetail,
engineering, hospitality, real estate, information

technology and tourism.
Sharjah Al-Fardan Al-Fardan Group 1954 Ibrahim Al-Fardan change, jewellery and real estate.

R/al-Khaimah Hamarain Hamarain Centre 1992 Rashid Saif Hamarain Contracting, Real estate, shopping malls.

Source Dubai Chamber of Commerce and Industvww.aljaaber.com www.alotaibagroup.comwww.mahykhoory.comwww.alfahim.com www.al-futtaim.ae
www.majedalfuttaim.com The International Who's Who of the Arab Woftetlinburgh and London: Morrison & Gibb Ltd, 1978 Abu Dhabi Chamber of Commerce and
Industry; Sharjah Chamber of Commerce and Industyy Baker, Albadar S. SPolitical Economy of State Formation: The UnitedBEmirates in Comparative
PerspectivgdPhD thesis, University of Michigan, 1995).




Most of these families began with constructiondérand some light manufacturing, but
they are at present highly diversified in theiriness activities. Some of their business
activities are linked with the government or mensbef the ruling families. Since the
early 1970s, the leading merchants in most of thnragdes have become strongly
embedded within the politics of the state, inclggdifor instance, Al Fahim, Juma Al
Majid, Al Habtoor Al Tayer, and Al Dhahiri of Abu labi. Because of their wealth,
and, to some extent, their social relations with tihling families, they have succeeded
in positioning themselves parallel to the stateer€fore, many merchant families have
been assisted by the state, while those with sénotigs to “leading families” could
easily obtain commercial lands and low interestnéoaOther families have won
government “construction” contracts and/or bendfiteom many of the subsidies or
free-interest loans offered by the state.

Field demonstrates how in all the oil states, whan rulers have wanted to
make a particular individual really rich they hayieen him land — with result that in the
last thirty years land has become by far the nmapbrtant source of personal wealth in
Arabian society? Rulers grant land to their closely-related comioes, to ministers
and to anyone else they wish to favour. | have qrady seen a number of families
developing from small family businesses to largeegrises, including Al Jaber, Bin
Salem, Bin Hamouda and many others. One cannot demypolitics of Wwasta’
(connections) in the Arab states that have helpadynteading merchants, particularly
in the Gulf. The degree of influence of yowasta' (connection) determines your
political, economic and social status in the stateose who received free lands have,
since the 1970s, established strong companiesthér words, the closer you are to the
ruling families, the better off you are.

A large number of family businesses across the atesr accumulated their
wealth from their total dependence on the governm#eir relations with ruling
families, their historical relation with politicalites, and their trading history during the
pearling era. Those that evolved before the 1930sh as Al-Futtaim, Al-Otaiba and
Kanoo and Al-Fahim, who are among the most promiaea respected names in the
country, attribute their successes and their noléhe state to what Fareed Mohamedi

22 Michael Field,The Merchants: the Big Business Families of Arafliandon: John Murray

Publishers, 1984), p. 99.
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describes as “a historic compromise made betweerrdyal families and the pre-oil
merchant classes, whose original wealth came freanlipg and entrepot/caravan trade:
the merchants would forego political participationexchange for wealth beyond their
wildest imagination.2* Andrew C. Hess, too, emphasises how the privateisdike the
rest of Gulf society, is based on kinship relatidnsleed, the great private-sector firms
are still largely run by extended families"”

The leading merchant families who emerged in thee pnd post-1970s have
strong business partnerships with ruling familiBsey either run businesses for certain
members of the ruling families, or the latter havé0 percent or more share in a joint
partnership. However, there are no statisticsxpdagn how much each of the merchant
or ruling family members contributes to their joipartnerships. According to Abu
Baker, “business partnerships among the commebpoiatgeoisie are extensive and in
some cases cut across emirafés.The interrelationship between merchant and ruling
family goes back to the pre-oil era; however, theme few who emerged later, in the
post-oil boom. While merchants provided financiaport to the political elite before
the 1960s, there is at present a political and @oaninterlocking between them.

If one looks at most of the ministerial positiom&lather government positions,
one realises that leading merchant families ar&e@rsecond after members of the
ruling families. Most of the 20 (out of 40) app@dtmembers of the Federal National
Council (FNC) are from among the country’s leadimgrchants. Amongst those are; Al
Ghurair, Al Dhahiri, Al Hai, Al-Qubaisi, Al FahimAl Mansouri, Al Khaili, Al Muri, Al
Suwaidi, Al Sha’afar, Al Madfa and Al Zaabi. In diton, Al Tayer, a leading
merchant, is a Minister of State and Finance, antember of the UAE Cabinet, while
Anwar Gergash, is a Minister of State for Federatidhal Council Affairs, along with
many others. There is also strong economic codpardietween merchant families
themselves, as in the case of the Emirates Ban&renthe Board of Directors includes
the following families; Al Tayer, Al Gurg, Al Farda Lootah, Al Sayegh, Al Futtaim
and Al Mulla.

Most directorial boards of leading public, semivate and private companies

include members of ruling families along with leaglimerchants. Abu Baker shows

23 Fareed Mohamedi, “Political Economy: State andrgeoisie in the Persian Gulf¥jiddle East

Report No. 179 (Nov-Dec. 1992). pp. 35-37.

2 Andrew C. Hess, “Peace and Political Reform e @&ulf: The Private SectorJournal of
International Affairs Vol. 49, No. 1, (1995), pp. 103-122.

% Abu Baker, “Political Economy of State Formatidh.p. 247.
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how these families, in turn, share membership witer merchant families or state
elites on the boards of directors of one or othethese compani€s. He further
explains how a wide range of overlapping and intking might be envisaged between
and among these institutions and families, throtigeir boards of directors, thus
demonstrating the relative cohesiveness of the cential bourgeoisie in the UAE.
For example, the Abu Dhabi Commercial Bank includeth members from the Al
Nahyan ruling family and merchants such as Al Kho&l Mazrouei and Al Fahim.
Furthermore, the Board of Directors of Etihad aysancludes Sheikh Hamed bin
Zayed Al Nahyan, Sheikh Khaled Bin Zayed, Ahmed Ali Sayegh, Mubarak Al
Muhairy, Hamad Abdullah Al Shamsi and Khalifa Saoli@a Suwaidi. There are many
other instances, such as banks, telecommunicatmmganies, property and insurance
firms, etc., where the political and economic iasts between the ruling families and
merchant elites meet.

The role of “family businesses” in the private sedtas been impressive, albeit
not in all sectors. They have played a significaé in developing the private sector
and the economy of the state from a local to a ala@ompetitive environment. In
particular, merchants from Abu Dhabi and Dubai hiaraight major transformations to
the economies of their respective emirates. THeviong section will examine some of
the merchant elite families in the UAE and how thaye emerged both as an important

business elite in the private sector and as paligtites along with ruling families.

Merchant Elites

Looking at the social composition of many governtmdepartments, it is clear that
three main segments of society are dominant; matcélite, social elite, and ruling
families. However, the leading merchants of AbwabihDubai and Sharjah remain in
the ascendant in the number of government positioeg hold. Indeed, many of the
social elite are merchants at the same time, ssicBaamim bin Hamdan and Thani bin
Abdullah, Faraj Bin Hamoodah, Mohammed Ahmed Alikdh, etc. Even though the

UAE consists of seven emirates, this section vatbkl only at the three important

26 Ibid. pp. 249-251.
27 Ibid.
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emirates — Abu Dhabi, Dubai and Sharjah — in otdeexamine some of the most
significant merchant families from each.

The leading merchant families in these three déesrappear to control a large
portion of the UAE economy overall. This is due ooty to their historic economic role
in the pre-1971 era, but to the oil boom which madaibstantial contribution to their
emergence as the bourgeoisie of the UAE.

In Abu Dhabi, Al-Otaiba and Al-Fahim are among thest significant merchant
elites (families).

Al-Fahim family is one of the most successful bess families in Abu-Dhabi.
Their history in business goes back to 1958, wheduh Jaleel Al-Fahim established
Al-Fahim Group. The group began as a small compaatyng vehicle parts, and was a
family business led by eight brothers; MohammeddWilah, Saeed, Ahmed, Taha,
Eissa, Aamer and Rashed. Al-Fahim, who had migrdtech Iran, had trading
experience and was a well-educated merchant. Aftering in Abu Dhabi, he became
a well-known merchant, in 1905 marrying a womamirhe Al Hawamil tribe (one of
the Bani Yas tribes of Abu Dhalfi}.His marriage was attended by the ruler of Abu
Dhabi, Sheikh Zayed Bin Khalifa. Thus, from his arrival Al-Fahim began to integrat
strongly with the ruling family of Abu Dhabi, becamy an influential and well-
renowned family. Today, some family members occhjgh government positions,
like Amer Abdul Jalil Al-Fahim who is a member bktFederal National Council.

Al-Fahim Group now has 13 companies that includehs activities as
automotive, travel and tourism, real estate, haspjit industrial development, and oil
and gas. With their offices in Abu Dhabi, Dubai aBbarjah employing over 1,300
staff, their revenues are estimated at around $hifidbn annually. Furthermore, in
2005 total assets exceeded $US690 million on reeenti$US459 million and its own
charitable foundation had an endowment of more tH&aI$S100 million®® This is
attributed to their advantageous connections atatiors with ruling families. As
noted, merchant families in the UAE tend to avaithlshing any detailed statistics of
their revenues; thus, there are few statisticslabai for Al-Fahim family. However, as
an insider, one can realize the dominance of AirRah certain key sectors such as real

estate, automotive and retailing.

28 Al-Fahim,From Rags to Riches.p, 50.

29 H

Ibid.
30 J. A. Davis, E. L. Pitts, & K. Cormier, “Challeeg Facing Family Companies in the Gulf
Region”,Family Business Reviewol. 13, no. 3, 2000, pp. 217-237.
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This particular family has been the main investomany major projects in the
UAE. Amongst the most notable are Dubai Pearlpestd to cost up to $US3 billion
and due to be completed by 2011. Al Fahim ownsRaes Gallery, Emirates Motor
Company (EMC), Western Motors Company, Golden TuDplma Plaza (Hotel
Apartments), Hilton Corniche Hotel Apartments andrd&n View Hotel Apartments.
Al-Fahim also owns Marjan Industrial Developmerstablished in 1978, it is one of the
leading local establishments in the UAE for suppdyiengineering products and
technical services related to oil, gas and petnmiteds, as well as water and power
utilities >

In contrast to Al Fahim is Al Otaiba family. Al &@ba or Otibat (plural) is a
well-rooted indigenous Arab family from Abu Dhabat has lived in this area for many
centuries. This particular family is the most intpot of the clans related to Al-Nahyan,
Abu Dhabi’s ruling family, and while this has maiti@ well-respected family, parallel
to the ruling family, the relationship has, howewaade Al Nahyan favour Al Otaiba
and give it more privileges than others. For exampl-Otaiba Enterprises has
succeeded in winning many project contracts witkegoment and semi-government
departments (mainly infrastructural, networking,cisgy systems, and software).
Amongst its main clients are: Abu Dhabi Internaéib@irport, Emirates Palace, the
Ministry of Culture, the General Headquarters of tAhrmed Forces, Cultural
Foundation, Dolphin Energy, Etisalat, Abu Dhabi Ealional Council, Paris Sorbonne
University (Abu Dhabi), the Ministry of Finance altlustry, and so on.

Mahdi Al Tajir is one the most prominent merchantshe UAE, particularly in
the emirate of Dubai. Bahraini-born and educate@ghdl Al Tajir was sent from
Bahrain to Dubai as a customs clerk before thebotbm, where he subsequently
established good relations with its residents. aRaul points out that Al Tajir became
the main confidant of Shaikh Rashid, having negetiaDubai’s oil concessions and
acquired a reputation as an indispensable middlématis relation with the Ruler of
Dubai continued to develop and strengthen, and &g eventually appointed by the
Ruler as UAE ambassador to the UK, where he coesirta live. It is clear that his
wealth was very much linked with Dubai’s ruling fdynand that without their support

he would not have been as successful as now. @Glgrtthere has been much

31
32

For more details on the specific industries geew.alfahim.com.
James Paul, “The New Bourgeoisie of the Gulfildle East ReportNo. 142, special issue on
Wealth and Power in the Middle East (Sept-Oct 1986) 18-22.
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speculation about the origins of his wealth betbee1970s. He is among the wealthiest
Arab businessmen and the richest in Scotland, dowpto a recent report by the British
Broadcasting Cooperation (BB&).

Al Futtaim is a highly successful family businessDubai. Al Futtaim was a
prominent pearl merchant in the prel971 era, haesigblished his group as a small
trading enterprise in 1930. He has a relativelyglarading history that has put him
amongst the wealthiest merchant families. Howe&eFuttaim’s strong relations with
Al Maktum since the early 1970s have undoubtedlpédtein accumulating this wealth.
According to Al Futtaim’s, the group collectivelyperates over 40 companies bearing
the Al Futtaim name. It dominates many market segmén the UAE, and has
expanded its sphere of operation to include Bahi&invait, Qatar, Oman and Egy{t.
The group has over 6500 employees. This partidalarly business has contributed to
Dubai’s diversification strategies.

During the 1940s and 1950s Al Futtaim’s relationth Al Maktum were fairly
negative, and remained so until the 1960s. Aldtutthimself clashed with Al Maktum
in many aspects. In political terms, he engagett wiembers of Al Maktum family in
the Dubai National Frort, and Davidson notes that in its early years “tta@mvoices
and the permanent ‘backbone’ of the Dubai Nati¢mmaht ... were the Al-Futtaim and
Al-Ghurair families, supported by Sheikh Rashid Bad Al-Maktum'’s...uncle, Sheikh
Juma bin Maktum Al-Maktum..3® Although a member of Al-Futtaim (Hamad Al
Futtaim) was exiled to Saudi Arabia, he later netior Dubai.

Al Futtaim was well educated, and this contributedis demands for political
and economic reform. He was amongst the merchahts asked for contribution
towards a proper municipality. Abu Baker commehts t

Shaikh Rashid in what would seem to be an attempajole the
merchants held weekly meetings which included mesbkthe
National Front. A member of the latter, Murshd alaumi,
declared that “there will be no opposition party Dubai if
Rashid agrees to a council of merchants to adviseamd
contribute towards a propebaladiya (municipality).” The
Majlis al-Tujar, Merchants Council, when it was foled, was

33 http://news.bbc.co.uk/1/hi/scotland/8019073.atruessed 1 December 2009

3 For more details segww.al-futtaim.ae under al-Futtaim group profile.

% The Dubai National Front is a loose organizagstablished in 1953 by Arab merchants of
Dubai (it excluded Iranian merchants).

% Christopher Davidsormubai: The Vulnerability of Succefisondon: Hurst & Company, 2008),
p. 208.
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packed by National Front supporters and excludedside
merchants. Furthermore, Arab merchants schemembrtrol
the Municipal Council which was founded in Marctb19*’

Shaikh Rashid came into power after his fathegatd and unlike his father,
proved to be an important figure for the merchamddu Baker maintains that Rashid,
being a merchant himself, institutionalized hisatieinship with the merchants through
his majlis or court®® At that time, too, Al Futtaim, who was a membettof Municipal
Council and the Chamber of Commerce, contributeghglwith other merchants
including Galadari, Al-Naboodah, Al-Tayer, Al-GindFarda, Al-Ghurair, and Bel
Hasa, to Dubai’s politicaktatus quo As Abu Baker points out, Dubai’'s politics
revolved around the ruler, his immediate family aots, and the merchant elites that
constituted the patrimonial regimieThere is no doubt that Al-Futtaim Group is now
regarded as one of the largest and most succegsiyps in the UAE.

One the prominent merchant families from SharghAliMidfa. This particular
family has strong history in trade, as well agitéitical and cultural life in Sharjah. Al-
Midfa, migrated from Oman in the eighteenth centings established himself as a well
respected pearl merchant and owner of large numbsehips that used by traders to
travel to Arab countries and India. Amongst the npreminent members of this family
are: Abul-Rahman bin Hasan Al-Midfa , who is a af@nt; Ibrahim Mohammed Al-
Midfa (who started the first newspap®man in the Gulf in 1927) and he was an
advisor to the ruling Al-Qassimi family at that #&nand Hassan Abdullah Al-Midfa.
The well educated Al-Midfa family have contributéal the economic and political
reform in Sharjah. This is through their contriloatito the civil society, such as
establishment of several cultural institutions, iskamic Forum.

At present, members of this family occupy differposition both at local
and federal levels. Amongst those members are: Maled Ahmed Al-Midfa, the
chairman of the Sharjah Chamber and Industry; &thdbul Rahman Al-Midfa, the
minister of Health until May 2009; Saif Mohammed-MIidfa, chairman of Sharjah
Expo Centre. This family is well connected and gnéted with the ruling families in the
UAE in general and Sharjah in particular.  Howevalthough al-Midfa family has

long history in trade since 1930s there is littietten on this particular family in terms

37 Abu Baker, “Political Economy of State Formatiorp. 139.

3 Ibid., p. 140.
39 Ibid., p. 141.
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of their business in the UAE at the present timenoAgst one of the prominent
members of Al-Midfa family is the Chairman of Guliternational Trading Group
Khalid bin Mohammad bin Ibrahim Al-Midfa is a grasah of Ibrahim Mohammed Al-
Midfa, invest greatly in building materials and.dowever, no statistics available on
how much this family own at present.

The merchant families discussed above, and mamrosuch as Al-Tayer, Al-
Dhairi, Al-Ketbi, Al-Jaber, Al-Mahmoud, Al-DarmakiAl-Suwaidi and Al-Mansouri,
dominated many parts of the private sector and ttlassification as the “merchant
elites or bourgeoisie” was determined by certaiotdiss that contributed to their
emergence. In this respect there were two mairoifsctiirst, their families, well-
connected with the political elites, contributedtieir access to commercial land. Land
ownership is a vital source of wealth, and mostthef residential and commercial
buildings in the UAE, with some exceptions in th&se of Dubai, are owned by
merchant families, or owed by ruling families. Sedly, the social and historical
relations between certain merchants and ruling [fesncontributed to a large extent to
their status; thus many merchant families who wonstruction contracts from the
government during the 1970s have become today'scimaat elite”. Many of those
who were not involved in trade before the 1970suandated their wealth through the
construction sector. For example, Al-Jaber Grouwwnex by Obaid Khalifa Jaber
Almurri, began its business in 1970 as a small wooson company. Currently, Al-
Jaber has over 50,000 employees and a total agsetvihose value exceeds AED10
billion (around $US3.7 billion§°

Today many of the old merchant families have cdetethemselves into the
private sector through joint ventures or businessnerships with different members of
ruling families across the emirates. It is difficio estimate how much each member of
a ruling family or merchant elite contributes tce tjoint business, since the ruling
families of the seven emirates, with the exceptbBubai, tend to avoid showing their
engagement in any economic activities. However,|ldnking at most boards of
directors, it is clear that top merchants, membétbe social elite and individuals from
the ruling families dominate the directorial boards

For example, the board of directors of First G@dink includes the following :
H.H. Shaikh Hazza Bin Zayed Al Nahyan, H. H. Shall@hnoon bin Zayed Al Nahyan,

For more detail segww.aljaber.ae
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Khadem Abdulla Al Qubaisi, Khaldoon Khalifa Al-Mutzk, Ahmed Darwish Dagher
Al Marar and Ahmed Ali Al Sayegh. In this, thereeawo members of Abu Dhabi’s
ruling family, two from the social elite, and twooim merchant families. Most of the
newly-established semi-governmental companiesareby both merchants and ruling
families.

Furthermore, the Mubadala Development Company Buhblic Joint Stock
Company headquartered in Abu Dhabi. The compangagpto be owned by Shaikh
Mohammed bin Zayed Al Nahyan, the Crown Prince &uADhabi. The board of
directors includes the following: Mohammed AhmedB&dwardi, Khaldoon Khalifa Al
Mubarak, Nasser Ahmed Khalifa Al Suwaidi, Mohameadf &I Mazrouei, Ahmed Al
Al Sayegh and Hamad Al Hurr Al Suwaidi. Quite apadm Abu Dhabi’'s Crown
Prince, the social composition of this companyteaorial board consists of top social
elites. Similarly, other top companies in the UAdiain dominated by the three main

segments of the society, including all the Emiraling families.

Concluding Remarks

The interrelation between merchant class and rufangily members has evolved
through years to include all political, economiaaocial aspects. Although the rulers
of the Trucial States were politically powerful ketonomically weak, they were able,
through various channels, to establish strongioglatwith the merchants, both before
and after the discovery of oil. At present, it Isaz that to a great extent, it&asta
(connections) that determine the financial stahngs@ass of many members the society.
However, due to the relative increase in populatiba ruling families have maintained
their relations only with those social elites andramant families that are already well-
established.

Furthermore, the merchant elites have succeeddédkimg their interests with
ruling family members across all the emirates. fieg families of Abu Dhabi, Dubai
and Sharjah preferred educated merchants and stitesl as their business partners and
political advisers. However, after the declinghad pearl industry, those merchants who
came from educated and highly-experienced backgoupecame involved with
demands for political and economic reform, as & ¢ase of Dubai with the Reform

Movement of 1938 where a member of Al-Maktoum wéa®ergly backed by the
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merchant elites. In Abu Dhabi, rulers joined foroggh merchants from Persian
backgrounds, such as Al-Fahim, as well as with B&peed Arab merchants such as
Al-Qubaisat and Al-Otaibat.

To conclude, the relationships between merchatgselsocial elites and ruling
families of the UAE were based on the patrimonégime, and there was a political-
economic exchange between the political elitesraacthant elites. Although merchant
families dominate a large segment of the privatetose they also occupy high
government positions, and these connections haveered their position (as
merchants) in the private sector by allowing thereas to various sources of revenues,
e.g., land ownership, preventing ownership by fpremerchants, and competition in

the private sector.
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